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imported and of the competing indigenous articles are approxi-
mately the same. On the imposition of the duties, as a rule the
prices of the imported articles tend to rise to the full, or nearly
to the full, extent of the duties, and this leads to a corresponding
rise in the prices of the competing indigenous articles as well.
Due to the import duty, therefore, the consumer has to pay a
higher price whether he purchases the imported article or the
competing indigenous product. Now, while the margin of
difference between the old and the new prices paid for the
import is only a contribution by way of taxation to the general
revenues of the state, the corresponding margin paid on the
indigenous article remains with the native producers as a
subsidy from the consumers of the country, and it is this
subsidy that gives the element of differential advantage to the
native as against the foreign producers under a system of pro-
tective duties. Thus, while all indirect taxes on the necessaries
of life and means of production negatively make for an aggrava-
tion of the inequalities of income by their regressive effect, the
protective duties among them have the further demerit of
positively increasing these inequalities by transferring incomes
largely from the general mass of consumers, who consist in
every country, and specially in India, largely of the poorer
members of the society, to the favoured groups of entrepreneurs,
investors, and wage-earners who are connected with the
protected industries. Since protective duties on the neceSvSarics
of life and means of production are thus both negatively as well
as positively responsible for widening the inequalities among
the different income groups in the society, they must be
regarded as at least twice as objectionable as non-protective
indirect taxes from the point of view of fiscal justice,
5, ARGUMENTS FOR PROTECTIVE DUTIES
Now, although protective import duties, regarded as a
mechanism of taxation, are thus exceedingly inequitable in their
negative as well as positive effect on the redistribution of the
National Dividend and tend as such to reduce considerably